ONNECTICUT 
NI DUSTRY 


SEPTEMBER NUMBER 


"PUBLISHED BY 
THE MANUFACTURERS ASSOCIATION 
OF CON NECTICUT, INC. 








cA Word of Explanation to NE ew Fisicnds 


HE Manufacturers Association of Connecticut is a voluntary service 

organization made up of approximately 800 of the representative 

industries of Connecticut, which in turn employ approximately 225,000 
workers and represent invested capital of over $692,000,000. 


e 


The Association was incorporated in 1910 and has for its object the 
advancement of the interest and welfare of its manufacturers and of the 
State of Connecticut as a whole. It serves its members in all matters in 
which they have a common or an individual interest. It speaks for them 
before Congress, at the State Legislature, before the Interstate Commerce 
Commission, or wherever united representation is required. Through 
the medium of Connecticut Industry and a special bulletin service, it 
keeps members advised of matters of importance, whether this be in the 
field of human relations, federal or state taxation, transportation, re-. 
search, power, national or state legislation, or any one of the hundred 
other subjects in which the manufacturer of today is keenly interested. 
Under the direction of its Board of Directors and its committees, com- 
posed of industrial leaders who give generously of their time to Associa- 
tion affairs, it is guided in the difficult problems which beset industry at 
every step and the ultimate and satisfactory solutions of which are so 
vitally important in a state as highly industrialized as is Connecticut. 
Over seventy prominent industrialists, each an expert in his field, serve 
upon these committees, giving the benefit of their wide experience to the 
membership at large, and in this self-sacrificing interest lies the organi- 
zation’s greatest strength. 
e 


It is the aim of the Association to be constructive and progressive 
and to help make Connecticut the best state in the Union industrially and 
every other way. In addition to serving its members, the in- 
formation which it compiles on numerous matters of gen- 
eral public interest is available for the use of the 
state and for outside research organizations. 
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Pianos for San Francisco— 


Canned fruit for New England 


Deep in the hold of. the 
freighter “ Virginian ” lies 
a shipment of fine Ampico 
pianos. Uprights. Grands. 
Rosewood, mahogany, eb- 
ony. One of them alone is 
valued at $15,000. Down 
the Eastern shipping lanes 
; on through the 
Canal the “ Virginian” 
moves swiftly up the Cali- 
fornia Coast to the Golden 
Gate; she docks on sched- 
ule. The consignees re- 
port “ Every instrument in 
perfect condition.” 


The “ Californian” nears 
the rugged New England 
Coast with a cargo of 
canned and dried fruit 
products. An eager market 
awaits this cargo. The 
‘Californian ” makes port 
at the scheduled time. It 
is this certain dependable 
service that American- 
Hawaiian accords every 
shipment — large or small. 
It is such dependability 
that has become traditional 
with the American-Hawai- 
ian Steamship Company. 


The 


fleet operates between Pa- 


American- Hawaiian 


cific and Atlantic ports, 
having transshipment con- 
nections with lines to all 
ports in Europe, Austral- 
asia and the Far East. It 
will pay every 
turer to investigate the 
facilities of this great line. 


manufac- 


One of our representatives 
in your city will be glad 
to advise you on your traffic 
problems. 


AMERICAN-HAWAIIAN STEAMSHIP COMPANY 


“Coast-to-Coast Since 1855” 
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Connecticut’s Foreign Trade 


For years Connecticut manufacturers have realized the importance 
of the development of their foreign trade but as a matter of fact Con- 
necticut industry has profited little and the expansion has been compara- 
tively slight. The principal reason for our lack of interest in this field 
has been the self-sufficiency of the domestic markets, but the time is rapidly 
approaching when Connecticut industry must give due thought to other 
markets. We are admirably located on the Atlantic seaboard within a 
short distance of the great ports of the east. The presence of the Panama 
Canal gives us the transportation entrée to the Orient, while the rest of 
the world is at our door. Europe, South America and the East need the 
products of Connecticut industry. 

True, we have made some gain, for the latest statistics show that Con- 
necticut, of the six New England states, made the greatest individual gain 
in the value of her 1927 exports over 1926, surpassing her last year’s 
figure of $46,750,487 by $2,150,248, or 4.6%. An analysis of these 
figures, however, discloses the fact that a very few commodities contribute 
not only to the increase but to the bulk of the export. Connecticut man- 
ufacturers as a whole must realize the importance of their expansion of 
foreign trade. The Association has at its command unusual facilities 
and through the medium of a Foreign Trade Conference to be held some- 
time in October it is hoped that Connecticut manufacturers may be induced 


at least to investigate the tremendous possibilities of foreign trade ex- 
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Connecticut Industry 


Occupational Disease Prevention 
in Connecticut 


By A. S. Gray, M.D. 


Of the Division of Occupational Disease of the 
State Department of Health 


ARTICULARLY since the restriction of 

immigration and the continued growth of 
manufacturing organizations in size and com- 
plexity, industry recognizes the human element 
as its most valuable asset and realizes that oc- 
cupational disease is industrial 
waste. The worker is one of 
the essential units of produc- 
tion and his industrial efficiency 
is largely dependent upon his 
health. Any condition that af- 
fects the health of the worker 
is, therefore, of vital interest to 
the manufacturer and any ill- 
ness due to the effect of indus- 
try per se must frequently be 
paid for twice by the manufac- 
turer. Not only is the time of 
the worker lost but industry 
must pay him while he is 
incapacitated. It is good busi- 
ness, therefore, to control con- 
ditions and processes in indus- 
try so that industry itself is not 
the cause of illness among its 
workers. 

There have been more or 
less academic discussions as to 
the probable time occupational disease made 
its first appearance. We are told the father 
of Demosthenes had a knife factory in which 
thirty slaves were employed and they hark 
back to the early Egyptians. Personally, 
insofar as man is concerned at least, without 
any desire to introduce a bone of contention, I 
think it began about the time Adam lost a rib. 
Even so, be that as it may, it was certainly not 
until the beginning of the modern factory sys- 
tem that it became evident to any extent. When 
production took place in the home for individ- 
ual consumption from materials furnished by 
the household itself, in those by-gone days 
when a man literally minded his own business 
and when his working environment was a mat- 
ter of his own choice and concern, occupational 


Dr. A. S. Gray 


disease was a negligible factor. But the in- 
vention of machinery, the spinning jenny, the 
patent loom, the utilization of water power and 
later the invention: of the steam engine, com- 
pletely changed the phase of industrial develop- 
ment. A tremendous impetus 
was given manufacturing and 
mechanical industry. 

People were gathered from 
far and near to supply the de- 
mand for labor, resulting in 
great concentrations of popula- 
tion working under artificial 
conditions. Many of the fac- 
tories were of rude description, 
there were no limits on hours 
of labor, age of workers was 
not defined, little consideration 
was shown for female workers 
and there was no regard for 
health generally. It is not to 
be wondered that occupational 
disease and accidents were rife 
under such conditions. 

It was not until many years 
after the development of the 
factory system that any serious 
effort .was made to improve 
conditions. In 1833 a census in Manchester, 
England, showed the average age of the work- 
ing class to be twenty-two as compared to forty- 
four among the well-to-do. While there is un- 
doubtedly much to condemn in the beginning of 
the factory system, there is something to be said 
in its favor. Wright says the evils which were 
apparent during the early days of the factory 
system were simply the results of bringing to- 
gether the labor which had become pauperized 
under the domestic system and in agricultural 
districts. 

The factory did not so much destroy the home 
as it enabled members of broken families to earn 
a livelihood, and while undoubtedly it was the 
occasion of much misery to many it did enable 
others who had no home to be self-supporting. 
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Things were undoubtedly bad when the fac- 
tory system was instituted. While it displaced 
many evils several have been retained, some of 
which are only being gradually eliminated. 
Many of the present defects in our factory life 
and methods are therefore to be considered less 
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expert knowledge of each particular problem. 

In 1923 the Connecticut Legislature, at the 
request of the Department of Labor, trans- 
ferred the reporting of occupational diseases to 
the State Department of Health and a statute 
was enacted requiring physicians to report all 


a result of the system 
than a lack of particular 
information on certain 
problems, as _ fatigue, 
posture, length of work- 
ing period, illumination, 
ventilation and knowl- 
edge relating to effects 
of certain materials and 
processes used. 


During recent years, 
the field of occupational 
disease has attracted 
the highest type of in- 
dividual, not only in the 
treatment of those cases 
that do occur but in the 
broader field of preven- 
tion, for the control of 
occupational diseases is 
merely part of the great 
field of preventive med- 
icine and many splendid 
pieces of research work 
have been done by indi- 
viduals in recent years. 


The Association has for several 
years urged that the Legislature make 
available to the State Department of 
Health an appropriation to permit the 
Department to engage in occupational 
disease studies, recognizing the im- 
portance of the aid which the State 
may render industry in occupational 
disease prevention, under a properly 
developed program. In 1927 such an 
appropriation was made, to accom- 
pany the bill passed that year estab- 
lishing the Division of Occupational 
Disease. 


In this article Dr. Gray has pre- 
sented, in a general way, the possi- 
bilities of a scientific yet common 
sense approach to this problem and 
has touched very briefly upon some 
of the work that has already been 
undertaken in Connecticut. The 
Association will be glad to answer 


cases of occupational 
disease to the State De- 
partment of Health.* 
No appropriation was 
provided at that time, 
however, with which to 
secure the observation 
of this statute, so that 
like another | need not 
mention, it was more 
honored by its breach 
than by its observance 
and occupational disease 
reports were fragmen- 
tary to say the least. 


Last year the Legisla- 
ture provided an appro- 
priation and enacted a 
change in the statutes to 
provide for a Division 
of Occupational Disease 
as part of the State De- 
partment of Health.** 
It is the intention of 
the Division of Occupa- 


Its control falls natur- 
ally under three heads: 
Prohibition, regulation 
and compensation. A 
classical example of prohibition is the sup- 
pression of the use of white phosphorus in 
making matches, which has formed the basis 
of an international treaty. Another example 
is found in the drastic measures taken in 
Europe, and particularly in France, where the 
use of white lead is forbidden in painting either 
the inside or outside of buildings. Regulation 
is based upon the principle of toleration within 
limits and is concerned with the methods of 
handling hazardous materials, the periods of 
exposure and the persons exposed. Compensa- 
tion is based on the recognition of the principle 
that industrial misfortunes which cannot be pre- 
vented by prohibition or regulation are entitled 
to just compensation. Most health programs 
in industry are the direct outcome of the care of 
industrial accidents coming under the compensa- 
tion law. In order that no harm or disruption 
be done to industry or its employes these three 
principles must be applied intelligently, through 


any further inquiries from members. 


*Every physician having 
knowledge of any person 
whom he believes to be suffer- 
ing from poisoning from lead, 
phosphorus, arsenic, brass, 
wood alchohol or mercury or 
their compounds, or from anthrax, or from compressed-air- 
illness or any other disease, contracted as a result of the na- 
ture of the employment of such person, shall, within forty- 
eight hours, mail to the State Department of Health a report, 
stating the name, address and occupation of such patient, the 
name, address and business of his employer, the nature of 
the disease and such other information as may reasonably 
be required by said department. The department shall 
prepare and furnish to the physicians of this state suitable 
blanks for the reports herein required. No report made 
pursuant to the provisions of this act shall be evidence of 
the facts therein stated in any action at law against any em- 
ployer of such diseased person. Any physician who shall 
fail to send any report herein required or who shall fail to 
send the same within the time specified herein, shall be liable 
to the state for a penalty of not more than ten dollars, re- 
coverable by civil action in the name of the state by said 
department. For each such report the physician making the 
same shall receive a fee of fifty cents, to be paid by the 
State Department of Health as a part of its office expenses. 


** The State Department of Health is authorized to in- 
vestigate and to make recommendations for the elimination 
or prevention of occupational diseases which have been re- 
ported to it or which shall be reported to it in accordance 
with the provisions of Chapter 93 of the Public Acts of 1923. 
Said department is also authorized to study and provide ad- 
vice in regard to conditions that may be suspected of causing 
occupational diseases. 
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tional Diseases of the State Department of 
Health, organized as a result of this appropri- 
ation, to study the causes of occupational dis- 
eases, provide a central source of information, 
a consulting service, and suggest practical, con- 
structive methods for the prevention and elim- 
ination of occupational diseases, that industry 

may have positive knowledge of the effect of its 
processes upon the health of its employes, and 

may apply proper methods for their control 
where the necessity for correction exists. It is 
essentially a service department doing its part 
in promoting the growth_of industry through 
the prevention and elimination of the unneces- 
sary industrial waste of occupational diseases. 
The facilities of the Division of Occupational 
Diseases are at the service of any-manufacturer 
having problems of this character and it will be 
glad to furnish any information and work in 
co-operation with him to devise means for their 
control. We are particularly interested at the 
present time in securing observation of the 
statute requiring the reporting of cases by the 
physicians to the State Department of Health. 
We must have a knowledge of the number and 
distribution of cases in order to have a basis 
for constructive work. 


I have talked with many physicians since 
coming to the state in January and many of 
them did not know of the existence of the stat- 
ute requiring reporting of occupational disease. 
In most instances the failure of physicians to 
report all cases of occupational diseases coming 
under their observation was due to the fact that 
reporting of cases had not been particularly 
stressed owing to lack of an appropriation to 
provide adequate measures for observance of 
the statute. 


One of the largest insurance companies re- 
cently issued health insurance to the employes 
of a certain factory and finding they were run- 
ning on the wrong side of the ledger, made 
inquiries of the factory executives as to the 
probable reasons for the large amount of sick 
benefits. The factory executives thought it 


was probably due to the fact that the factory’ 


was a very old established institution and its 
policy had been not to discharge its old em- 
ployes. As long as a man could crawl around, 
as they expressed it, he was retained. The in- 
surance company, however, was not quite 
satisfied_and upon making a careful investiga- 
tion found, contrary to the thought of the 
executives, that the sickness was occurring 
among the younger men. Upon further inves- 
tigation of factory methods, it was found that 
they were using a lead compound without 
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proper precautions and that really the trouble 
was wholesale lead poisoning hitherto entirely 
overlooked. 


We now have one or two interesting studies, 
one in a factory with a lead hazard so pro- 
nounced that the insurance rates for compensa- 
tion were almost prohibitive. A survey dis- 
closed the hazardous places and the discarding 
of some antiquated machinery, adequate dust 
removal, separation of processes and enclosed 
mixing machines, all of which the company was 
eager to arrange, reduced the hazard to a mini- 
mum. Not only that, but the changes will more 
than pay for themselves in increased produc- 
tion — an example of preventative measures 
intelligently applied to industrial illness. 


Another case is the formation of a dust in an 
industrial process which is seriously affecting 
the efficiency of men employed in two neighbor- 
ing factories. The problem here was to prove 
it was the dust that was causing the illness of 
employes and to devise a method of control. 

A manufacturer who does not know the 
amount of poisonous gases present in the air 
that might affect his workers (though a simple 
test would inform him) is “ tossing a penny’ 
and may pay the price for lack of knowledge. 

Again, providing adequate ventilation and 
proper lighting more than paid for the installa- 
tion in increased production and decreased num- 
ber of accidents, besides adding immeasurably 
to the comfort of the employes. 

There is nothing complex or occult in the 
situation. Plainly, certain processes and con- 
ditions in industry affect the health of the 
worker and it is of paramount interest to the 
industry to know all the facts in the case in 
order that this industrial waste may be elim- 
inated and maximum efficiency maintained. 


Industry can do its part in eliminating this 
costly industrial waste by utilizing the services 
of the Division of Occupational Diseases in 
problems affecting the health of its employes, 
and by seeing that-all of its cases of occupa- 
tional diseases are reported by the physician to 
the State Department of Health as provided 
by statute. It is only through complete report- 
ing of cases that we may secure a knowledge 
of the specific problems confronting us. All 
cases requiring medical attention should be re- 
ported whether time is lost or not, for efficiency 
is impaired and all such cases are of interest for 
that reason. Each report is confidential and 
cannot be used in any action at law against any 
employer, but the information is essential if we 
are to have a basis for constructive work. We 
bespeak the co-operation of all industries, 
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Cost Accounting a Necessity from 
the Sales and Executive Viewpoint 


y J. Cartton Warp, Jr. 


Vice-President and General Manager, 


N excellent method of bringing home the 
value or meaning of any abstract idea is 
thru a familiar or homely comparison. To 
illustrate our viewpoint, we may in this instance 
compare the position and importance of cost 
accounting in relation to the sales department 
and the executive staff, with 
that of the position and im- 
portance of the mechanism 
of a lock in human affairs. 
It has often been said that 
there is no lock which makes 
unwelcome entry impossi- 
ble,- provided the effort 
made to circumvent it is 
sufficiently painstaking. By 
far the majority of locks are 
of such simple construction, 
however, that they can be 
readily opened even by the 
unskilled. Any locked suit- 
case may be forced open, 
yet the lock serves its pur- 
pose. It plays upon that 
human characteristic of 
avoiding a thing that is 
made too troublesome. 

The application of the 
analogy is simple, for a cost 
system acts in a_ similar j 
capacity in preventing mis- ; 
takes in decisions on the part of the sales de- 
partment and the executive staff. 

Let us be specific and imagine a sales depart- 
ment operating without cost records, and then 
imagine a period such as most industries have 
gone thru where manufacturing capacity ex- 
ceeds demand. The executive staff urges the 
sales department to fill up the factory and large 
buyers are encountered who have purchased 
from other sources. Obviously the tendency 
will be to take such orders at what sales depart- 
ments often refer to as “ slight concessions ”, 
justifying their action in a thousand familiar 
ways. If the cost system is absent, where is the 
basis for an intelligent understanding of what is 
really happening? 


. CARLTON Warp, Jr. 


Hartford Machine Screw Company 


We might consider the case of the factory 
manufacturing a standard line of goods of 
different styles and sizes. Such goods are 
generally sold from a list price with trade 
discounts. In one such case with which 
the writer is somewhat familiar, the discounts 
range from 85 and 5 to 
85-5-5-5-5 for different 
types and classes of buyers. 
The goods are not .always 
delivered in the same man- 
ner, quantities, packages, 
etc., and to the ignorant 
the pitfalls are many. Let 
us suppose that this fac- 
tory is operating without a 
cost system and is faced 
with the need of expand- 
ing its sales. With such 
a maze of discounts to 
choose from, what certain- 
ty is there that the busi- 
ness is secured at the right 
price and at one which 
is profitable? There are 
indeed many practical 
limitations to a cost system, 
but no concern can operate 
profitably when only an 
audit can disclose whether 
it made any money. Then 
too, if it did not make money who will detect 
what lines have been responsible for the dis- 
astrous results? 

A group of manufacturers representing all 
the leaders in their line, met to draw up a new 
list price for their industry. A committee of 
six was selected, each to prepare a table repre- 
senting his costs as one of the large interests. 
Then a composite figure was to be computed 
from which the final list would be made up. 
When the committee members met and com- 
pared the results submitted they were dumb- 
founded at the great discrepancies presented. 
An investigation revealed the fact that only two 
had cost systems, and the low man was not one 
of them. The actual result is a list which is 
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not equitable and very few concerns.in that 
industry are operating at a profit. 

The present era has often been described as 
one of profitless prosperity and the economic 
causes are well worthy of some attention and 
study by business men. The head of the Bethle- 
hem Steel Company is author of the statement 
that if his concern were to invest the real capital 
value of its physical property based on cost in 
first grade securities, the yield to stockholders 
would be greater than is now the case. The 
underlying economic 
causes are supply and 
demand, inventions and 
cheap money. In the 
steel business there is 
always more capacity 
than demand and yet 
new plants are being 
rapidly built all the 
time. 


Prices are based on 
the most efficient pro- 
ducers because there is 
not enough demand to 
go around, and with 
new inventions continu- 
ally cropping up to improve facilities and re- 
duce costs, coupled with cheap money which 
means plenty of available capital, new plants 
go up which in turn shortly become the so-called 
marginal producers. All this in an industry of 
large units where costs are known. 

What then of the industries where such is 
not the case, yet where economic conditions are 
the same? We have several instances in 
Connecticut and hence the necessity for action. 

The above example forcibly brings out the 
need for cost systems for all of us and particu- 
larly an understanding of one of the most 
misunderstood of all the elements of cost, 
namely, depreciation. 

I have no intention of being technical, but in- 
stead want to bring out the necessity for costs 
if a manufacturing enterprise is to be success- 
fully and hence profitably run. Consider such 
a case as we have in Connecticut of a manufac- 
turer who said he did not have to consider de- 
preciation on his machines as he wrote them off 
shortly after the war. Where is his reserve for 
depreciation and the money for replacing these 
machines when they are worn out or obsolete? 
he importance of such a factor is obvious if 
we consider the case of an automatic screw 
machine of the Brown & Sharpe type where the 
depreciation factor has been shown to be ap- 
proximately 14 per cent of the cost, based on 
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Mr. Ward’s is the fourth of a series 
of addresses on the fundamentals of 
cost accounting, given at meetings 
held by the Hartford Chapter of the 
National Association of Cost Ac- 


countants and the Manufacturers As- 
sociation of Connecticut. 
addresses by James Carney, J. V. 
Montague and L. C. Humason have 
appeared in earlier issues of Connecti- 





9 


elaborate data collected by Mr. James Carney 
from Connecticut sources. 

Here is an actual example of the unintelligent 
competition with which we are concerned and 
which has happened within the past three 
months in this state. A certain screw machine 
product, of which there are approximately 
150,000,000 made per year, was being pur- 
chased by a New England company. Our com- 
pany was fortunate in securing a specification 
for several million at a price of forty-five cents 
per hundred pieces. We 
soon discovered, how- 
ever, that to make the 
part to advantage we 
would require some new 
machines, and we went 
to the makers and ex- 
plained our needs. 
When the machines 
were purchased and 
installed we were in- 
formed that due to 
some special research 
on the part of the 
machine builders our 
machines were running 
approximately 10 per cent faster than they 
had ever been run on these parts. The makers 
felt safe in saying so as they had access to the 
prominent manufacturers who were the largest 
factors in this field. 


When the job came up for repurchase we sub- 
mitted our price, but we were informed that 
our price was way out of line and that a quota- 
tion had made by one of the largest manufac- 
turers in Connecticut of 34¢ per hundred 
pieces against our 45¢. We were aghast and 
told them so, as we knew our machines were 
the latest and our costs accurate. To prove 
his point the buyer showed us the formal quo- 
tation and then offered us four million pieces at 
the same price as he had been quoted. To 
understand the full signficance of these figures 
I must point out that the net cost of the brass 
amounted to over half the selling price so that 
if we were both buying our materials alike, 
their price for workmanship was one-half ours 
on the latest machines at 10 per cent better 
production than had ever before been attained. 
Needless to say, we refused the business and 
afterwards learned that two other manufac- 
turers, one in Massachusetts and one in Rhode 
Island, accepted the business at 34¢, based on 
the buyer informing them of his 34¢ quotation 
from a large Connecticut concern. 

(Continued on page 21) 
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The Gross-Net Earnings Tax 
for Railroads 


By Frep R. FatIrRcHILD 


Professor of Economics, Yale University 


Professor Fairchild was a member and secretary of the special Connecticut 
Commission of 1911, to which he refers in this article.. In 1921 and 1922 
he was associated with the Special Committee on Taxation and Retrench- 
ment of the New York legislature, and wrote the bulk of its report, deal- 


ing with public utility taxation. 


In the same year he wrote a report on 


the same subject for a committee from the National Tax Association. As 
tax advisor to the Manufacturers Association of Connecticut he has an 
especially close acquaintance with tax problems pertaining to this state. 


HE taxation of railroads is a matter of 

national importance, in which the people 
of Connecticut may be presumed to have a 
special interest, since Connecticut has been 
among the leaders in developing the most ap- 
proved technique of railroad taxation and is 
today one of a few progressive states in which 
active consideration is being given to a further 
step toward a more perfect method of taxing 
the railroads. In responding to the request of 
Connecticut Industry for some comment upon 
this problem, I shall attempt to discuss it in 
general terms, but with special reference to the 
Connecticut situation. 

Throughout the United States as a whole 
there is lacking agreement upon either a practi- 
cal system or a guiding principal for the taxa- 
tion of railroads. While the original system of 
ad valorem taxation is still the most widely 
used, its defects have proved so serious that 
many of the most progressive states have 
looked for other methods, the search in most 
cases leading to the adoption of the gross 
earnings tax. 


Special Commission of 1911 


Connecticut took this step in 1913 and 1915. 
The Legislature of 1911 provided for a special 
commission on the taxation of corporations 
paying taxes to the state, which included the 
public utility corporations and the financial 
corporations. At this time the public utility 
corporations were subject to a variety of tax 
methods. Railroads were taxed upon the basis 





of the value of their securities. This method 
was quite unsatisfactory, and the state’s revenue 
from this source was steadily declining. Very 
few states today make use of this method. 

The special commission, reporting in 1913, 
recommended the gross earnings tax for all 
public utility corporations paying taxes to the 
state, and the Legislature followed the com- 
mission’s recommendations, with respect to 
telephone, telegraph, express, and car com- 
panies in 1913, and for the railroads and street 
railways in 1915. The gross earnings method 
thus put into effect has continued to the present 
day without substantial change. It was a great 
improvement over what preceded and has on 
the whole worked well. 


One Serious Defect in Gross Tax 


The gross earnings tax, however, has one 
serious defect. It is extremely harsh upon the 
tax-paying corporations in periods of bad busi- 
ness when profits are small or non-existent. The 
amount of the tax, being determined solely on 
the basis of gross earnings, has no relation to 
the prosperity or tax-paying ability of the cor- 
porations as shown by their net earnings or 
profits. A corporation which has done a large 
business and therefore received large gross 
revenues may nevertheless have been compelled 
to incur large expenses, with the result that its 
net revenue is small or may even be replaced by 
a net loss. A tax imposed upon such a corpora- 
tion will be heavy simply because its gross 
revenues were large. This is well illustrated 
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by the record of the New Haven Railroad. 
In the bad year 1920, when the railroad showed 
a deficit in railway operating income of more 
than seven million dollars, the tax which it had 
to pay to the State of Connecticut was actually 
greater than the tax paid in the year 1922, 
when the company showed a railway operating 
income of more than - 

eighteen millions, and 
was only a little less 
than the tax paid in 
1924 when the railway 
operating income was 
nearly twenty-five mil- 
lions. (For details 
showing the relation be- 
tween the gross earnings 
tax and the net income 
of the New Haven Rail- 
road, see the table at 
the close of this article. ) 
It is perfectly evident 
that this tax has no re- 
lation to the net earn- 
ings of the company. 
This is a defect which 
has always been recog- 
nized. As things have 
turned out, it has 
proved to be more seri- 
ous than was anticipated 
in 1913. At that time 
the railroads of the 
country in general and 
the New Haven Road 
in particular were pros- 
perous. The ratio of 
net earnings to gross, 
for the New Haven 
Road, was found by the 
commission to be nearly 36 per cent, based on 
an average of the past four years. Since then 
there have been hard times, and the Connecti- 
cut gross earnings tax has imposed an extremely 
heavy burden upon the railroad in years when 
it was in no condition to pay. ‘The situation 
is better now and the prospect for the future 
more encouraging. Nevertheless, there con- 
stantly hangs over the road the dread of some 
future bad season when net earnings may de- 
cline or disappear entirely and when again the 
gross earnings tax will prove a crushing burden. 


Maine’s Experience 


Equally significant illustration of this princi- 
ple may be found in the experience of the State 
of Maine, which also imposes the gross earn- 
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ings tax upon its railroad companies. For ex- 
ample, the gross transportation receipts of the 
Boston and Maine Railroad’s steam lines in 
Maine increased from 46 million dollars in 
1914 to 83 millions in 1923, in consequence of 
which its taxes paid to the State of Maine 
increased during the corresponding period 
(1915-1924) from 181 
thousand dollars to 330 
thousands, an increase 
of about 4/5 in each 
item. Yet during this 
period deficits were 
more conspicuous than 
profits, and the whole 
period showed a corpo- 
rate net deficit of nearly 
two million dollars. 
Some of the heaviest 
tax payments were on 
account of the gross re- 
ceipts of years which 
showed heavy deficits. 

To take another ex- 
ample, in 1911, when 
the present rate of the 
Maine tax was estab- 
lished, the Maine Cen- 
tral Railroad was in 
comparatively comfor- 
table circumstances; it 
earned a_ substantial 
sum beyond its fixed 
charges and dividend 
requirements; and _ its 
state tax amounted to 
422 thousand dollars. 
From that date to 1924 
its lines were not ex- 
tended, its net earnings 
declined, and the market value of its stocks and 
bonds was greatly reduced. In 1921 it failed 
by.more than two million dollars to earn its 
operating expenses and fixed charges, including 
this tax. Yet its state tax on gross earnings 
paid in 1923 amounted to 963 thousand dollars, 
considerably more than double the amount paid 
in 1911. 


Steady Growth of the Tax Burden 


During the past generation, as everyone 
knows, there has been a great increase in the 
general price level, which is today 50 per cent 
higher than in 1913 and nearly double what it 
was in 1900. Railway expenses and railway 
receipts have consequently increased, and taxes 
have grown with gross earnings regardless of 
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whether the increase in revenues was sufficient 
to offset the increase in expenses. ‘This is the 
explanation of the steady growth of the tax 
burden in face of declining profits and frequent 
deficits. 


Two Objections to Net Earnings Tax 


Now the complete reniedy for this situation 
would be a tax on net earnings. This would be 
ideal from the viewpoint of the taxpaying cor- 
porations. Taxes would then vary directly 
with the gains of operation and would dis- 
appear entirely when no gains were made. But 
the net earnings basis presents two objections, 
the first trivial, the second of real importance. 
The first is the accounting objection. Gross 
earnings are a definite, certain thing, readily 
determined from the accounts of the corpora- 
tion and about which there can seldom be any 
uncertainty or dispute. The determination of 
net earnings on the other hand requires the de- 
duction of various items of expense, about some 
of which there may be difference of opinion as 
to economic, legal, or accounting questions, 
with the opportunity for uncertainty, dispute, 
and perhaps even lack of good faith. This 
consideration was believed by the commission 
of 1913 to be a deciding factor against the net 
earnings tax, not so much with respect to rail- 
roads as with regard to some of the other pub- 
lic utilities, the commission at that time seeking 
a general law for the taxation of all public 
utilities. Today this objection has little weight, 
and so far as the railroads are concerned none 
at all. Railway accounts are now prescribed 
and enforced in the minutest detail by the Inter- 
state Commerce Commission, so that there can 
never be any dispute as to the meaning of net 
earnings. If any Legislature should see fit to 
adopt a net earnings tax, the Tax Commissioner 
will have no more difficulty in determining the 
net earnings from railroad operation, that is, 
the ‘“ railway operating income ’’, than he now 
has in determining gross earnings. 

The second objection to the net earnings 
basis is fundamental; namely, that it produces 
an irregular revenue for the state. If the 
amount of taxes paid by the railroads and 
other public utilities is to fluctuate with busi- 
ness prosperity, any corporation escaping en- 
tirely from tax obligation in any year when it 
fails to show net earnings, the income of the 
state must necessarily be subject to very wide 
fluctuations. Now the state government must 
function in all times, good as well as bad, and it 
might be seriously embarrassed if so great an 
element of irregularity and uncertainty were 
injected into its tax system. This objection I 
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believe will always prevent the state going too 
far in the direction of the net earnings tax. 
We are here faced with a dilemma. On the 
one hand is the gross earnings tax, favorable to 
the state because of the regular revenue pro- 
duced, little disturbed by changes in economic 
conditions from year to year, but inflicting a 
harsh burden upon the taxpaying corporations 
in years of bad business. On the other hand is 
the net earnings tax, favorable to the corpora- 
tions because closely related to their net earn- 
ings and taxpaying ability, but embarrassing to 
the state because of the irregularity of revenue 
produced. This dilemma must be squarely 
faced. The Legislature must accept either one 
horn or the other or else find some middle path. 


The Gross-Net Earnings Tax 


This middle path is the so-called ‘‘ gross-net 
earnings tax”. According to this plan the tax 
is still upon gross earnings. There is in this 
respect no departure from the present Connecti- 
cut law. The rate of the tax, however, instead 
of being a flat percentage of gross earnings 
determined by the statute, is variable, de- 
pending upon the ratio of net earnings to gross 
in each year. In the bill which was before the 
Connecticut Legislature in 1927, for example, 
the rates proposed were as follows: 2% of the 
gross earnings whenever there are no net earn- 
ings or when the net earnings do not exceed 
5% of the gross. When net earnings are more 
than 5% but not more than 10% of the gross, 
the rate of the tax on gross earnings is 244%. 
When net earnings exceed 10% but do not ex- 
ceed 15% of the gross, the rate is 214%. 
From 15% to 20%, the rate is 3%, and in all 
cases where the net earnings exceed 20% of the 
gross the rate of the tax is 34%24%. This isa 
frank compromise between the gross earnings 
basis and the net earnings basis. It seeks to 
avoid the extreme disadvantages of each 
method, while of course necessarily sacrificing 
the extreme advantages. The state gives up 
somewhat of the regularity of the gross basis 
in order to grant the taxpaying corporations 
relief by relating the amount of their tax some- 
what to their net earnings. The corporations, 
on the other hand, give up the advantage of 
such perfect relation under the net earnings 
tax in order to give the state a reasonable de- 
gree of regularity of revenue. In the long run 
the result is, I believe, the best possible com- 
promise between the conflicting advantages and 
disadvantages of the two extreme methods. 

The gross-net basis retains all of the admin- 
istrative advantages of the present tax; its 
simplicity, certainty, ease of administration, 
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freedom from dispute between the taxpaying 
corporation and the tax commissioner as to the 
facts upon which the tax is based. The change 
here recommended may be made without sacri- 
ficing any of these advantages at present 
enjoyed by the state and the corporations, ad- 
vantages whose importance can scarcely be 
exaggerated. 


Origin of the Gross-Net Proposal 


The gross-net earnings tax was first officially 
proposed by the New York Legislative Com- 
mittee on Taxation and Retrenchment in the 
spring of 1922. In the fall of that same year a 
committee of the National Tax Association, 
after an exhaustive study of the whole subject 
of the taxation of public utility corporations, 
recommended this method in terms very similar 
to those of the New York Committee’s plan. 
In its session of 1925 the Legislature of the 
State of Maine passed a bill embodying this 
principle, which bill was vetoed by the Gover- 
nor. A similar bill, passed in 1927 and again 
vetoed, was passed over the Governor’s veto 
by a vote of 100 to 39 in the House and 23 to 6 
in the Senate. A petition for-referendum having 
been filed, the law will be submitted to the 
voters at the state election this month. If the 
verdict should be favorable Maine will be the 
first state to adopt the new tax method. 
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Effect Upon State and Railroad Revenues 


The Connecticut Legislature of 1925 had be- 
fore it a bill which, by slightly modifying the 
existing law, introduced the principle of the 
gross-net tax. The same bill, with minor 
amendments, was before the Legislature of 
1927. This bill continued the existing tax on 
gross earnings, merely substituting for the ex- 
isting flat rate of 34 per cent a variable rate 
upon gross earnings depending upon the ratio 
of net earnings to gross; or, in technical terms, 
the ratio of the railway operating income to the 
railway operating revenues. The rates of the 
1927 bill are stated in the following table, to 
which has been added a column showing what 
part of the net earnings (railway operating in- 
come) would be taken in taxes under the several 
conditions. 


Rates of the Connecticut Bill of 1927 and 
Resulting Ratios of Taxes to Net Earnings. 


Ratio of Net 
Earnings to Gross 


. Tax Rate on 
Gross Earnings 


Ratio of Tax 
to Net Earnings 


PER CENT PER CENT PER CENT 
not > 5 2 00 to 40 
i ae 2% 45 “ 22% 
ee FS 2% 25 “ 16% 
Sue o 20 3 ao: 15 
> 20 3% 16“ — 


(Continued on page 18) 








Two Interesting Contests 


HE Alvan T. Simonds Awards and the 

Harvard Advertising Awards offer induce- 
ments of a very substantial nature to contes- 
tants and should interest many readers of 
Connecticut Industry. The first is under the 
direction of the American Management Asso- 
ciation and consists of $1,500 in prizes for the 
best essays on the subject, ‘‘ Reducing the Costs 
of Distribution ’’, to be divided as follows: 

1. To a business executive, for the best 
essay, a first prize of $1,000. 

2. To a senior in college, or to a graduate 
student, or an instructor of less than assistant 
professor grade, for the best essay, a first prize 
of $500. 

Essays must be in the hands of the Managing 
Director of the American Management Asso- 


ciation, 20 Vesey Street, New York, on 
December 31, 1928 and must be not less than 
3,000 nor more than 8,000 words long. 


Full instructions may be had from that source. 

The Harvard Advertising Awards, admin- 
istered by the Harvard Business School, are 
devoted to developing higher standards of ad- 
vertising and a greater appreciation of its 


economic benefits. Four prizes of $1,000 each 
will be awarded for advertising published 
wholly or in part from January 1, 1928 to 
January 1, 1929, as follows: 

1. For the advertisement most effective in 
its use of text as the chief means of delivering 
the message. 

2. For the advertisement most effective in 
its use of pictorial illustration as the chief 
means of delivering its message. 

3. For the advertisement most effective in 
its use of display line. 

4. For the advertisement most effective in 

typography. 
A gold medal will be awarded a chosen individ- 
ual or organization, for distinguished contem- 
porary service to advertising and four prizes of 
$2,000 each will be awarded for specified type 
of advertising campaigns. All manuscripts or 
advertisements must be received by the Secre- 
tary of the oot Business School by 5 P. M. 
December 1928. Full instructions should 
be secured “a addressing Harvard Advertising 
Awards, Harvard School of Business Adminis- 
tration, Soldiers Field Station, Boston. 
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Courtesy Fairchild Acrial Surveys Inc. and L. & H. Aircraft Corp. 
AERIAL VIEW OF THE MAIN PLANT OF LANDERS, FRARY AND CLARK, NEW ‘BRITAIN 


The Landers, Frary and Clark Company is this year celebrating its 75th anniversary as manufacturers 


of the famous “ Universal” line of household hardware and electrical appliances. 


In addition 


to the main plant shown in the center of this photograph, the company operates six 


other plants. 


This is the nineteenth of a series of aerial views of member 


plants, appearing in Connecticut Industry. 


Industrial News Around the State 


Six World Records with P. & W. Motors 


The Navy plane XPN-12, piloted by Lieuten- 
ant A. W. Gorton, which recently established 
six new world records in one flight, was 
equipped with two Pratt and Whitney ‘“ Hor- 
net” engines, made by the Pratt and Whitney 
Aircraft Company of Hartford. 

The plane was in the air over 16% hours, 
establishing a new endurance record for type 
and load. The former record was only slightly 
over 11 hours. The second’ record was for 
range for given type and load, the plane cover- 
ing about 1,350 miles as against a previous 
record of 947 miles. The third, fourth and 
fifth records were on speed for varying dis- 


tances and the sixth record was for range and 
speed with a load of 1,000 kilograms. 

The motors used were stock motors, de- 
livered as part of a large order to the Navy 
and were equipped with no especial devices. _ 

The Pratt and Whitney Aircraft Company 
has recently leased additional space at Brainard 
Field to allow expansion of hangar space, as 


needed. 


Danbury Electric Company Takes New Plant 


The Danbury Electric Manufacturing Com- 
pany will move into larger quarters in one of 
the factory buildings owned by the Industrial 
Corporation. Both of the Industrial Corpora- 
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tion buildings have been occupied by the Insula- 
tor Company and the latter concern will 
continue its manufacturing operation in one 


building. 
To Make Piano-Accordions in Wallingford 
D. Boudini and Company of Wallingford 


have commenced the manufacture of piano- 
accordions, an increasingly popular instrument 
on the stage and elsewhere. Mr. Boudini has 
been a professional performer and combines 
musical ability with the technical knowledge re- 
quired. Several instruments have already been 
sold, the prices of the larger and more ornate 
ones, capable of producing orchestral effects, 
ranging from $250 up. 


Increases Capital Stock 


_ The Waterbury Fastener Company has se- 
cured authorization to increase its capital stock 
from $50,000 to $250,000, issuing 200,000 
shares of common and 50,000 shares of pre- 
ferred stock. 


Aeolian Company Brings Subsidiary Divisions 
to Meriden 


The Orchestrell Reed Organ division of the 
Aeolian Company, now locatéd at Garwood, 
New Jersey, will be transferred to the main 
plant at Meriden. The Visuolo department 
has already been moved from Garwood to Mer- 
iden. 

The Orchestrell organ was formerly known 
as the Vocalian organ and now includes many 
improvements, such as the Duo Art reproducing 
action. The Visuolo, which has been manufac- 
tured for about two years, is an instrument used 
by teachers in instructing their pupils. It con- 
sists of a sending apparatus on one piano used 
by the teacher and a light board to be installed 
on the piano or dummy piano used by the pupil. 
Depression of a key on the instructing piano 
flashes a light over the key which the student 
should depress. An entire floor of Aeolian 
Hall in New York is given over to the display 
of these instruments. 


Airplane Engine Plant in Naugatuck 


The Aeronautical Product Corporation of 
Naugatuck recently filed incorporation papers 
and will occupy the former plant of the Dun- 


ham Mills Company of that city. The new 
concern, which has absorbed the Johnson 
Motor Product Corporation of Naugatuck, is 
controlled by a holding company of which 
Harris Whittemore, Jr., is the head. A 
new type of airplane and dirigible engines and 
speedboat motors will be manufactured, and 
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the company has $325,000 paid in of author- 
ized capital of $500,000. 


Plainville Company Enlarges 


The Plainville Electro Plating Company is 
building a large addition to its plant which will 
be used for nickel and chromium plating, its 
present facilities not being adequate. 


Winsted Folding Chairs 


A new type of folding chair is being made 
by the Willhite-Squires Manufacturing Com- 
pany of Winsted in two sizes, the smaller for 
kindergarten, Sunday school, and similar uses, 
and the larger for bridge chairs. Tables are 
made by the same company in matching colors. 


Atlantic Coast Fisheries Enlarging 


The Groton plant of the Atlantic Coast 
Fisheries Corporation is being added to exten- 
sively, to increase production and also to house 
the Portland Trawling Company. A machine 
shop is being fitted out in the old Groton Iron 
Works foundry, new compressors are being in- 
stalled in the main engine room, and a third 
more refrigeration space is being added. 


Conde Nast Enlarging Plant 


The Conde Nast Company of Greenwich is 
building an addition to its plant which will cost 
approximately $250,000 and provide 40,000 
more square feet of floor space. Excavations 
were started in July and the work will be com- 
pleted in the fall. The new wing, extending 
from the rear of the main building, will be used 
for an addition to the bindery and as a shipping 
department. An aerial view of the present 
plant was shown in the July number of Con- 
necticut Industry. 


Secures New Buckle Rights 


The Waterbury Buckle Company has been 
assigned rights to a new slide buckle patented 
by Roswell A. Moore and J. R. LaVigne. 


Option on Winsted Property 


The New England Flexible Door Corpora- 
tion has secured an option on the New England 
Pin Company property at Winsted. The com- 
pany manufacturers the Stevenson flexible door, 
invented by G. E. Stevenson of Indianapolis, 
who also invented the Stevenson multiple 
shaper now in use at the Link Bolt Company, 
the Stutz motor plant and at the Ford factory. 


Colonial Air Transport 


Goodrich K. Murphy of New York has been 
appointed manager of the Hartford district of 
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Colonial Air Transport, Inc., succeeding B. A. 
Pollett who has been transferred to the Boston 
ofice. Mr. Murphy was formerly with the 
Munson Steamship Company. 

The Colonial Air Transport Company, 
through its afhliated company, Colonial-Cana- 
dian Airways, Inc., has recently placed an order 
for six Fairchild cabin monoplanes, equipped 
with Pratt and Whitney motors, to be used on 
the New York-Montreal air route to be opened 
about September 1. The Colonial has been 
awarded the contract for transporting mail be- 
tween New York and Montreal and Albany 
and its planes will carry passengers and express, 
as well. William Wheatly, formerly test pilot 
for Pratt and Whitney, has been engaged as 
chief pilot for the new lines. 


Kirby Company Reorganized 


The Kirby Manufacturing Company of Mid- 
dletown, which went into receivership some 
weeks ago, has been reorganized and is now 
manufacturing toys. Frank J. Brainard, for- 
merly of Portland, Connecticut, is at the head 
of the new company and associated with him 
is Arthur J. Otterbein, superintendent of the 
former company. Only the new portion of the 
plant is being occupied by the reorganized com- 
pany and the older wooden structures will not 
be used. 


New Bridgeport Booklet 


Authorized by its convention bureau, the 
Bridgeport Chamber of Commerce will issue a 
20 page booklet describing the city and its at- 
tractions. Space will be left also for the pub- 


lication of the programs of conventions which. 


will be held in the city in the next few months. 
Fifth in Feldspar 


Connecticut, according to the Department of 
Commerce, ranks fifth in the 1927 production 
of feldspar in the United States. In 1927 there 
were thirty-two commercial mills operated in 
thirteen states, including three in New Eng- 
land; Maine, New Hampshire and Connecticut. 


Housatonic Channel 


Representatives of manufacturing and busi- 
ness interests adjacent to the Housatonic River 
were present at a hearing in Washington the 
latter part of July to advocate deepening of the 
Housatonic Channel. The proposal had al- 
ready been tentatively reported on unfavorably 
by the government engineers and an oppor- 
tunity was afforded those interested to again 
appear. 

P. L. Gerety of Derby, acting as spokesman, 





Connecticut Industry 





SEPTEMBER, 1928 


presented strong arguments in favor of devel- 
oping the river, stating that approximately 
478,000 tons would be yearly diverted to water 
transportation if the channel was deepened. 


Automatic Signal Corporation Expands 


The Stirlen Corporation of New Haven, 
holding company of the Automatic Signal Cor- 
poration, makers of the automatic traffic light 
described in a recent issue of Connecticut In- 
dustry, have rented factory space from the 
Snow and Petrelli Manufacturing Company of 
New Haven, to provide for additional manu- 
facturing space. 


Naugatuck Companies Enlarge 


The Farrel Foundry Company of Naugatuck 
is erecting an addition to its present plant. The 
new building is two stories high, 60’ x 100’, 
with a mezzanine floor. 

The Peter Paul Candy Company, also of 
Naugatuck, is erecting a one story addition 
which will contain about 4,000 square feet of 
floor space. 


Soft 


President Stoneham of the New York 
Giants’ Baseball Club has signed contracts with 
the E.Z.E. Cushion Corporation of New York 
to equip the Polo Grounds with a newly pat- 
ented device for furnishing cushions for the 
use of the fans. The Press Products Corpora- 
tion, of Derby, has the contract for manufac- 
turing the metal container with lock and coin 
device for the vending machine, while the 
Sponge Rubber Products Corporation, of 
Derby, secured the contract for the manufac- 
ture of the cushions. 

Patented by George Lydecker, the device 
consists of a steel container, attached perma- 
nently under the present seats at the park and 
housing a leather-covered sponge rubber cush- 
ian seat and back rest, which cannot be crushed 
down, and secured by airplane strand wire 
so that it cannot be removed or thrown at the 
umpire or players. The entire device is coin- 
controlled and operated by the patron, who 
drops his dime in the slot and takes out the 
cushion for use. 


Buy the Best 

The Western Electric Company and_ the 
Graybar Company, an associated distributor, 
this year purchased from Connecticut manu- 
facturers, wholesalers and retailers, supplies 
valued at $13,227,428. Over $8,000,000 
worth consisted of materials for telephones 
and telephonic maintenance and over $5,000,- 
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(00 represented products sold to the Gray- 
bar Company for distribution. 


Mallory Hat Company Offers Prizes 


The Mallory Hat Company of Danbury has 
offered $1,000 in prizes for the best window 
display of Mallory hats shown between August 
25 and September 25. Entries will be grouped 
in three divisions according to the size of the 
town from which they are entered. For entries 
from towns of less than 15,000 there will be 
a first prize of $150, a second prize of $75, 
a third of $25 and a fourth prize consisting 
of a $10 Mallory hat. Similar prizes will be 
given for winning exhibits from towns of over 
15,000 and less than 50,000 population and a 
third group of prizes will go to towns of over 


50,000. 


Carpet Company Opens New Sales Offices 


On September 1, the Bigelow Hartford Car- 
pet Company of Thompsonville opened new 
branch offices with showrooms, for its whole- 
sale and retail trade, at St. Louis and Dallas, 
Texas. The company now maintains similar 
offices in New York, Boston, Chicago, Philadel- 
phia, Detroit, Atlanta, San Francisco and Los 
Angeles. 


New Power Projects 


The Connecticut Light and Power Company, 
which now has three hydro-electric plants on 
the Housatonic River, will add four more de- 
velopments, according to officials of the com- 
pany. The Rocky River development at New 
Milford, the most recently completed, has a 
dam 950 feet long, 610 feet wide and 100 
feet high, creating a lake over eight square 
miles in area, the largest body of water in Con- 
necticut. 

All water above the natural run-off of the 
watershed, which is 4,400,000,000 cubic feet, 
is pumped from the Housatonic River below, 
by means of excess power from the steam plant 
at Devon. 

This power, which would otherwise be lost, 
is carried over high tension wires to the Rocky 
River dam, where it operates two 8,100 horse- 
power centrifugal pumps which, when operat- 
ing together can pump water up 230 feet at 
the rate of 250,000 gallons every minute. 


Profits By Air Mail 


The General Electric Company has advised 
all its divisions that the air mail is to be used 
for all company correspondence pertaining to 
the securing and filling of orders when any 
time will be saved by such procedure. 
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New Danbury Factory 


Ground has been broken for a new factory 
building in Danbury, to be erected by the Dan- 
bury Industrial Corporation. The factory will 
be of brick and concrete construction, 160’ x 


60’. 
Bridgeport Chain Company Sold 


The Bridgeport Chain Company has been 
purchased by the Round interests of Cleveland, 
Ohio, who now operate the Cleveland Chain 
and Manufacturing Company; the Krein Chain 
Company of Wapakoneta, Ohio; the Seattle 
Chain and Manufacturing Company and Davis 
Round and Son of Cleveland. 

The Bridgeport concern will continue opera- 
tions under the name of the Bridgeport Chain 
and Manufacturing Company, with L. D. 
Round, president and L. D. Cull, secretary and 
treasurer. 


Gardinor President of International Silver 


At a meeting of the board of directors of 
the International Silver Company, held in Mer- 
iden August 29, George H. Wilcox tendered 
his resignation as president and was elected 
chairman of the board of directors, a newly 
created office. 

Clifford R. Gardinor was elected to the pres- 
idency to succeed Mr. Wilcox and Evarts C. 
Stevens of Wallingford was elected a member 
of the board to fill the vacancy caused by the 
recent death of George D. Munson of Wall- 
ingford. 


Koppers Service to Open in September 


On or about September 20, Hartford, Meri- 
den, New Haven, Middletown, Bristol and 
Plainville will begin to receive gas direct from 
the Koppers plant at New Haven and such local 
gas plants as are now operated in those cities 
will be closed so far as production is concerned. 


Can- You Deliver? 


A lion met a tiger 
As they drank beside a pool; 
Said the tiger: “Please inform me 
Why you're roaring like a fool?” 
“That's not foolish,’ said the lion, 
With a twinkle in his eyes, 
“For I am king of beasts, 
Because I advertise.” 
A rabbit heard him talking 
And ran home like a streak, 
He thought he’d try the lion’s plan 
But his roar was but a squeak. 
A fox came to investigate; | 
Had luncheon in the woods — 
The moral — when you advertise 
Be sure you've got the goods. 
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THE GROSS-NET EARNINGS TAX 


FOR RAILROADS 


(Continued from page 13) 


It will be noted that, under this plan, no rail- 
road would ever pay less than two per cent of 
its gross earnings, whatever the state of its net 
earnings, and that no railroad would ever pay 
more than three and a half per cent. As soon 
as net earnings exceed five per cent of the gross, 
the tax rate advances above the minimum, 
which advance continues by definite steps until 
the ratio of net earnings to gross rises above 
twenty per cent; thereafter the maximum rate 
applies. The percentage of net earnings taken 
by taxes decreases, though irregularly, as the 
ratio of net earnings to gross increases. 

The table at the close shows how the gross- 
net tax would have operated since 1915 upon 
the New York, New Haven and Hartford Rail- 
road if the Legislature had at that time en- 
acted the 1927 bill instead of the existing law. 
The tax would have been less than was actually 
paid in the years 1918-1924, the years in which 
the company’s net earnings were less than 
twenty per cent of the gross. In the other 
years, 1915-1917 and 1925-1927, the tax 
would have been the same as actually paid. 
Since the tax could in no case be less than two 
per cent of the gross earnings, the concession of 
the gross-net tax is only moderate, the maxi- 
mum, being in the year 1920, when the tax 
would have been $1,039,511 instead of the 
$1,819,145 which was paid. 


Objections to Gross-Net Tax 


In trying to anticipate possible objections to 
the gross-net tax for Connecticut, two principal 
ones occur to me. First, it may be said that 
the owners of property in general have to pay 
taxes without any regard to the prosperity of 
their business from year to year. The home 
owner, the farmer, and other owners of real 
estate are given no material concession in their 
annual property tax bills on account of bad 
business and declining profits of the past year. 
Why then, it may be asked, should the railroad 
companies demand a consideration which is not 
granted by the Legislature to the general run of 
property tax payers? The facts thus cited are 
undoubtedly true. This is, in fact, one of the 
weak features of the general property tax. In 
this respect the property tax and the gross 
earnings tax are alike, since the tax, under 
either, is determined without reference to net 
income or profits. This weakness has been 
recognized by tax students for generations. It 
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is one of the principal indictments against the 
general property tax and one of the reasons 
why modern tendencies in taxation are leading 
to the decline of the general property tax as the 
exclusive or principal source of state and loca! 
revenue and calling for the introduction of 
other forms of taxation such as income taxes, 
inheritance taxes, business taxes, etc. which 
give some greater regard to tax paying ability. 
The retention of the property tax in spite of its 
injustice is partly due to the fact which I have 
already emphasized; that the towns must have 
a regular revenue and that they cannot there- 
fore go over entirely to other forms of taxation 
admittedly more just. 


This calls attention to a real difference be- 
tween the finances of the state and the local 
bodies which use the general property tax. The 
state with its greater financial resources can bet- 
ter stand a certain amount of irregularity in its 
revenue.. With its established credit it can 
borrow by means of long term bonds and tem- 
porary notes when occasion demands on terms 
which are seldom open to the towns with the 
possible exception of a few of the largest cities. 
Debts thus incurred during times of deficit may 
be paid off with the surplus revenues when the 
state’s income is larger. 


State Finances for Several Years 


Will you permit me to illustrate this point by 
reference to the finances of the State of Con- 
necticut during the past twenty-one years. In 
1907 the State enjoyed a surplus of revenues 
over expenditures of about half a million dol- 
lars. During the next eight years, 1908-1915, 
expenditures were ‘continually in excess of 
revenues, producing deficits never less than half 
a million in any year and reaching the amount 
of more than three and a half million in one 
year. The result of these deficits was, of 
course, a steadily accumulating net state debt. 
In 1907 there was no net debt, but on the con- 
trary a small surplus of about a quarter of a 
million. By 1915 the net debt had accumulated 
to almost twelve million dollars. Then followed 
a period of prosperity for the state’s finances. 
During the three years, 1916, 1917, and 1918, 
the surplus revenues were respectively three 
and two-thirds million, five and two-thirds mil- 
lion and three and one-quarter million. The 
surpluses of these three years were sufficient to 
wipe out the entire net debt of the state and 
put in its place a surplus of more than half a 
million. The situation was reversed in the next 
three years, and annual deficits, from one and 
one-half million to nearly four million, brought 
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the net debt of the state up to six and one- 
quarter million dollars. The last six years, 
1922-1927, have again reversed the process, by 
bringing in annual surpluses averaging nearly 
two million dollars, so that at the end of the 
nscal year 1925 the net debt had been wiped 
out and on ~_ 30, 1927, there was a surplus 
of nearly five millions substituted. This is 
rather a remarkable record in public finance. 
It illustrates the power of the state to finance 
itself in spite of a considerable degree of ir- 
regularity in its revenues by making the surplus 
revenues of certain years pay the shortages of 
other years. No government without estab- 
lished credit and efficient financial administra- 
tion can do this, which explains why this 
procedure is as a general rule out of the 
question for the Connecticut towns. The towns 
must have a regular revenue, but the fact that 
the towns are therefore compelled to adhere to 
an unjust tax system is no reason that the state 
should do the same. 

In passing, attention should also be called to 
the fact that there is no real comparison be- 
tween the property of a railroad corporation 
and the ordinary property of the individual 
taxpayer, or the business property of an ordi- 
nary manufacturing or mercantile corporation. 
Railroad property is devoted to a single use. 
It is, in part at least, acquired by condemnation 
and cannot be sold by the railroad. To pre- 
pare it for its use, it is mutilated in such a way 
as to render it generally of little use for other 
purposes. It has no regular market and there- 
fore no regular established market value. 


Financial Effect on State 


The second objection to the principal of the 
gross-net tax may be stated thus: “ The state 
needs the money and can get it here. Having 
found a way to get money, the state should not 
surrender jt.” Let us examine the financial 
effects of the bill which the Legislature con- 
sidered in 1927. The rates of this bill are 
about one per cent higher than the scale of 
rates proposed by the New York Legislative 
Committee and the National Tax Association 
Committee. I have taken occasion to go back 
over the calculations of the 1913 commission 
in the endeavor to determine what rate that 
commission would probably recommend if it 
were performing its task over again today. In 
1913 the commission found the ratio of net 
earnings to gross for the New Haven Road for 
the four years preceding, namely 1909-1912, 
to be 35.68 per cent. Taking the large rail- 
roads of the whole country it found a ratio of 
about 30 per cent. On the basis of these facts 
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the commission used in its calculations a ratio 
of 33 per cent. I need not go into the details 
of the formula or the calculations by which the 
commission arrived at its recommended rate. 
The whole matter may be found fully explained 
in the report of the commission. Suffice it to 
say that, using this ratio, 33 per cent, the com- 
mission’s formula produced 5%o per cent 
and the commission recommended somewhat 
less than this, namely 434 per cent, as the rate 
of the tax on gross earnings. If the commission 
were doing this work again today it would find 
the ratio of net earnings to gross of the New 
Haven Road (in technical terms, the ratio of 
the railway operating income to the railway 
operating revenues) for the past five years, 
1923-1927 to be 20.74 per cent. Using this 
ratio in the formula would produce a rate a 
little less than 3.2 per cent and we may assume 
that the commission would, on the strength of 
this result, have recommended 2% per cent as 
the tax rate on gross earnings. This rate, it 
will be observed, is the average of the highest 
and lowest rates proposed in the bill of 1927. 
On the strength of such calculation as this it 
appears that the scale of rates embodied in the 
1927 bill is at least as high as would be in- 
dicated by the methods employed by the com- 
mission of 1913. Under the rates of the 1927 
bill a railroad would pay less than 234 per 
cent only in case its net earnings were 15 per 
cent of its gross earnings or less. In case its 
ratio of net to gross were in excess of 15 per 
cent, it would pay 3 per cent or 3% per cent. 


As a matter of fact the net earnings of the 
New York, New Haven and Hartford Rail- 
road Company for the last three years, 1925- 
1927, have been in excess of 20 per cent of the 
gross, so that if the 1927 bill had been in effect 
during these three years, the maximum rate, 
31% per cent, would have been applied. This 
is the rate of the present law. In other words, 
adoption of the scale of gross-net rates in the 
1927 bill would have caused no change what- 
ever in the tax paid by this company in any of 
the past three years. Nor would adoption of 
the gross-net tax, with this particular scale of 
rates, cause any reduction of the future taxes 
of the railroad below what they would be under 
the existing law until such time as the net 
earnings of the railroad should fall below 20 
per cent of its gross. Only in such event would 
there be a reduction, and it is such reduction 
in time of adversity which is the reasonable re- 
lief which the gross-net tax aceords in contrast 
with the straight gross earnings tax. 


It should however be noted that, although 
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under the gross-net tax bill of 1927 a reduction 
of the state’s revenue would come only in the 
future event that the railroad should fall on 
bad ways, a certain gain to the railroad com- 
pany would come at once. The company is 
from time to time in the market for additional 
capital funds. At such times its credit position 
would tend to be better because of the fact that 
in case of future adversity its tax would be 
somewhat tempered by the reduced rate of the 
gross-net tax. 

Now it-is altogether likely that the needs of 
the state treasury will always be heavy, and 
such concession to the railroads of the state, 
in case they should ever fall on evil times, will 
of course mean some sacrifice by the state. Yet 
such loss, should it occuf, will probably not be 
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large or long continued. It would readily be 
made up elsewhere. There must be some fair- 
ness in any state tax system. No state can take 
the cynical attitude of getting the money wher- 
ever it can be reached without regard to justice ; 
in other words, “‘ by plucking the most feathers 
with the least squawking ”’, as the art of taxa- 
tion was once defined by a cynical student. 
Certainly the State of Connecticut has never 
taken this cold-blooded attitude. 

The moderate concession involved in this 
plan of taxation is, I think, a small price to pay 
for the very great relief thus made possible to 
a public utility upon whose prosperity and 
power to give adequate service depends the 
prosperity of the whole state and its many in- 
terests. 


Revenues, Expenses, and Connecticut Taxes of the New York, New Haven and Hartford Railroad Company 
Since the Adoption of the Connecticut Gross Earnings Tax. 


(1915-1920) 


1915 1916 1916 1917 1918 1919 1920 
(year ending (Yearending (6mos.ending (Yearending (Yearending (Yearending (Year ending 
June 30) June 30) Dec. 31) Dec. 31) Dec. 31) Dec. 31) Dec. 31) 
Operating Revenues $65,379,264 $76,311,653 $41,943,129 $85,784,893 $102,294,212 $106,545,120 $123,512,310 
Operating Expenses - 44,126,624 51,078,358 27,510,954 61,970,060 87,846,253 92,835,702 126,346,383 
21,252,640 25,233,295 14,432,175 23,814,833 14,447,959 13,799,418 2,834,073* 
Tax Accruals and 
Uncollectible Revenues 2,751,752 2,862,015 1,576,481 3,342,976 3,316,621 4,101,356 4,515,862 
Operating Income 18,500,888 22,371,280 12,855,694 20,471,857 11,131,338 9,608,062 7,349,935* 
Per Cent of Operating 
Income to Operating 
Revenues 28.30% 29.32% 30.65% 23.86% 10.88% 9.02% Deficit 
Proportion of Gross 
Earnings in State of 
Connecticut * 26,324,348.71 30,287,525.65 17,058,562.55 34,933,746.10 43,016,761.61 $5,159,149.00 51,975,585.71 
Taxes Paid at Rate of 
314% (See Note) 921,352.21 1,060,063.40 597,049.69 1,222,681.11 1,505,586.66 1,580,570.21 1,819,145.50 
Tax Rate Under Proposed 
Gross-Net Tax 34% 34% % 38% % 384% % 24% % 2% % 2% 
Taxes Paid Under Proposed 
Gross-Net Tax 921,352.21 1,060,063.40 597,049.69 1,222,681.11 1,075,419.04 1,016,080.55 1,039,511.71 


Revenues, Expenses, and Connecticut Taxes of the New York, New Haven and Hartford Railroad Company 
Since the Adoption of the Connecticut Gross Earnings Tax. 


(1921-1927) _ 


1924 1925 1926 1927 


(Year ending (Year ending (Year ending (Year ending (Year ending (Year ending (Year ending 


























the periods named without regard to the dates paid 


* Deficit. ** Estimated. 





Dec, 31) Dec. 31) Dec. 31) Dec. 31) Dec. 31) Dec. 31) Dec. 31) 
Operating Revenues $116,405,233 $123,246,641 $133,940,586 $127,213,698 $132,266,422 $135,065,836 $139,824,315 
Operating Expenses 106,402,295 99,988,856 107,816,094 97,480,323 97,745,382 99,540,261 100,278,252 

10,002,938 23,257,785 26,124,492 29,733,375 34,521,040 35,525,575 39,546,063 
Tax Accruals and . 
Uncollectible Revenues 4,488,997 4,616,883 5,028,934 4,828,949 4,909,195 5,394,056 6,454,403 
Operating Income 5,513,941 18,640,902 21,095,558 24,904,426 29,611,845 30,131,519 33,091,660 
Per Cent of Operating 
Income to Operating . 
Revenues 4.74% 15.12% 15.75% 19.58% 22.39% 22.31% 23.67% 
Proportion of Gross 
Earnings in State of 
Connecticut 49,248,027.46 51,926,767.60 56,474,842.79 53,461,213.23 56,020,345.07 57,326,888.29 56,435,093.53 
Taxes Paid at Rate of 
314% (See Note) 1,723,680.96 1,817,436.87 1,976,619.50 1,871,142.46 1,960,712.08 2,006,441.08 1,975,228.27** 
Tax Rate Under Proposed 
Gross-Net Tax 2% 3% 3% 3% 314% 3% % 3% 
Taxes Paid Under Proposed 
Gross-Net Tax 984,960.55 1,557,803.03 1,694,245.28 1,603,836.40 1,960,712.08 2,006,441.08 1,975,228.27 

Note: The amount of gross taxes is shown without deduction for town tares. Thc tares are shown as assessed for 


or the period charged im the accounts. 


The corporate and Federal income accounts are combined for the years 1918, 1919 and 1920, 
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COST ACCOUNTING A NECESSITY 


(Continued from page 9) 


The point to all this lies in the fact that we 
were later informed by an official of the Con- 
necticut company that they found their error 
and withdrew their quotation, yet the real re- 
sult was that the buyer purchased his parts on 
the strength of it at below cost from at least 
two other manufacturers who, needless to say, 
did not know their own costs. 

Let us assume that we have demonstrated the 
need for a cost system in industry and discuss a 
few of its limitations. In the first place a cost 
system costs something, and in the second place, 
as you are already aware, it has its limitations. 
There is no substitute for reason or common 
sense, but the old adage that a workman is no 
better than his tools is true in this connection, 
and a cost system is one of the most valuable 
tools for the management or the sales depart- 
ment. 

Taking the first objection we can say that 
all business activities cost something to operate 
and only those can be discarded which fail to 
bring about savings of less than their cost. A 
common sense cost system should not be elabo- 
rate nor unduly expensive and this is the only 
worthwhile solution. As to the limitations of 
a cost system, the main idea to bring out is that 
the factors underlying real costs must be under- 
stood by those in authority, who base their de- 
cisions on its findings. It is necessary, there- 
fore, to understand what constitutes direct and 
indirect costs and how they are made up and 
distributed for a given plant. To illustrate 
this point we will merely mention a few actual 
examples. 

One certain plant had some departments 
operating almost wholly with automatic ma- 
chinery and others employing hand operations 
or hand operated machinery. In the former de- 
partments the costs were based on machine 
hours since one operator ran many machines 
and the so-called indirect expenses varied in 
proportion more nearly to the machine hours 
than to the operator’s time. In the latter de- 
partments the indirect expenses varied with the 
operator’s time and not the machines operating, 
so that overhead was distributed on the man 
hour basis. 

In the first case, it was found by experience 
that a man on the average tended three ma- 
chines and in pricing a job the sales department 
converted estimated machine hours into cost in 
dollars at so much a machine hour as supplied 
by the cost department. 
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Along comes a job which because of its in- 
herent difficulty prevents an operator from 
running more than two machines efficiently. 
How should it be priced and why? The answer 
is simple. To the regular machine hour con- 
version factor, or charge, there should be added 
enough to absorb the operator’s time, which 
normally would be charged to a third machine. 

So, in a similar way, there are jobs which by 
their nature consume more dies, or drills, or 
taps or perishable tools of a standard nature 
which no cost system of a practical type could 
be expected to take into account automatically. 
Here again the executive familiar with the 
make up of his costs can readily approximate 
the factors involved and figure his selling prices 
accordingly. It can be readily seen that our 
remarks particularly apply to jobbing industries 
wherein it is so easy to take on grief jobs and 
trouble jobs without realizing it and their effect 
upon factory earnings if not intelligently priced. 


Let us take the case of an automatic screw 
machine running on stainless steel with an oper- 
ation requiring drilling and tapping in a stand- 
ard size. In making up a cost sheet a false 
picture can readily be derived if the fact is not 
recognized that there should be an extra charge 
to take care of the abnormal consumption of 
drills and taps, which are generally considered 
standard tools and prorated in the overhead 
distribution. 

And now let us take a similar case for the 
department on hand-operated machines where 
the overhead is based on man hours. Here it 
is obvious that indirect expenses vary with the 
man hours for the department and a figure of 
200 per cent represents the overhead burden, 
let us say. Along comes a job where it is possi- 
ble for a man to operate two hand machines. 


It is immediately apparent to the understand- 
ing executive that if the operation is milling, 
there will be twice as many milling cutters, twice 
as much oil and power consumed and so forth. 
This can be readily approximated in such a case 
and an allowance*made on the cost sheet. 

The above are not imaginary cases, but are 
met with every day in our business and solved 
accordingly. 

And now we turn to a third factor of costs 
which is seldom considered, but is a real one 
nevertheless. It can be called the investment 
time factor and an illustration will serve to 
make it clear. This is primarily an outgrowth 
of present buying methods whereby the pur- 
chaser accrues to himself the advantage of 
hand to mouth purchases at quantity prices. 
We will assume a concern is asked to bid on 
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100,000 pieces and they are to be made from 
an expensive material such as brass, so that the 
percentage of fabricating cost to material cost 
is small. The. manufacturer who bids allows 
only one set up to get his costs down and makes 
his price accordingly and in good faith. The 
order then comes in and specifically states that 
the purchaser will accept shipments at the rate 
of 10,000 monthly. 

The manufacturer buys the material and in 
one month fabricates the job. If he stops to 
figure his idle investment he will be astounded. 
As an actual case we recall a job where the 
material was brass and represented 80 per cent 
of the cost and the specifications were nearly a 
year’s delivery. At 6 per cent per annum and 
assuming that equal quantities were shipped 
monthly the average investment period was 
six months or a charge of 3 per cent of the 
selling price. The profit was figured on the 
fabricating cost only and amounted to 10 per 
cent of it. Thus, 10 per cent of the total less 
80 per cent material, equals 2 per cent of the 
total selling price, whereas the interest charge 
was 3 per cent and the net showing | per cent 
loss or %o of the fabricating cost, equalling 5 
per cent of it. Think of it, a 5 per cent loss on 
an apparent book profit of 10 per cent. 

The ignorant manufacturer has unwittingly 
aided in building up a trade practice which is a 
very unfair one and which has arisen thru 
neglect of the real factors of cost. 

There are some other highly important ad- 
vantages to the use of proper costs, some of 
which are often lost sight of. One of these 
is in ordering stock orders in a factory making 
standard articles. A large line of similar arti- 
cles is frequently sold on a list and discount 
basis. Costs in such cases frequently reveal the 
fact that unpopular numbers can not be made 
at a profit, except in certain quantities, and in 
this case costs should consider interest and 
“ shelfage ” charges. When faced with costs 
in such cases a possible source of manufacturing 
loss can almost certainly be minimized. 

Another use of costs and one of the most 
valuable ones, is in pointing out high operation 
costs, thus indicating where the possibility of 
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savings thru improved methods is the greatest. 
The importance of this consideration is obvious 
and it has frequently been said that knowledge 
of where a problem lies constitutes the biggest 
step towards its solution. 

I have endeavored to express in fundamental 
but specific ways the need for costs, the limita- 
tions of costs and the extreme value of costs 
to the sales departments and the plant execu- 
tives. I can only add that in the present day 
buyers’ market the only remedy for so-called 
profitless prosperity lies in a knowledge of costs 
backed by their intelligent use and a firm policy 
of turning down orders which are not profit- 
able, for the benefit of the individual and the 
industry. ° 


Around the Corner 


Around the corner I have a friend, 

In this great city that has no end; 

Yet days go by and weeks rush on, 

And before I know it a year is gone, 

And I never see my old 
face — 

For life is a swift and terrible race. 


friend's 


He knows I like him just as well 

As in the days when I rang his bell 

And he rang mine. 
then; 

And now we are busy, tired men — 

Tired with playing a foolish game — 

Tired with trying to make a name. 


We were younger 


“Tomorrow,” I say, “I will call on - 
Jim, 

Just to show that I’m 
him.” 


thinking of 


But tomorrow comes—and tomorrow 
goes — 

And the distance between us grows 
and grows — 

Around the corner! —yet miles away 

“Here's a telegram, sir,” * * Jim died 
today. 

And that’s what we get — and deserve 
in the end — 

Around the corner, a vanished friend. 


— Selected. 


THE MINOTTE E. CHATFIELD CO. 
—NEW HAVEN— 


WRAPPING PAPER and TWINE MERCHANTS 


We carry a stock as 


complete 
298-312 SraTE STREET 


as can be 
Sound in New England 


Phones Colony 7420, 7421, 7422 | 
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_ Taxation Department 


Timely News on Federal and State Tax Matters Will Appear in This Department Each Month, 


Reexaminations by Commissioner of 
Internal Revenue 


Accountants and lawyers engaged in Federal 
tax practice are somewhat exercised because 
of reexamination of taxpayers’ books and rec- 
ords by the Bureau of Internal Revenue after 
final determination of tax, issuance of a sixty 
day letter and the filing of appeal with the 
Board of Tax Appeals by the taxpayer. It is 
felt that the Bureau has no authority to make 
a reexamination after the case has gone before 
the Board of Tax Appeals, since it is apparent 
that such examinations are made merely for 
the purpose of obtaining evidence to assist the 
Commissioner in defending the case before the 
Board. It is rumored that a test case may be 
brought to challenge the Bureau’s authority. 
It will be maintained that the policy is not 
merely illegal, but is also very bad practice and 
the first examination on behalf of the Commis- 
sioner should be complete. Reexaminations are 
being made on written authority from the Com- 
missioner under Section 1105 of the Revenue 
Act. 


Case of Hartford-Connecticut Trust Company 
vs. Collector 


The following is a reprint from the August 
issue of The Journal of Accountancy: 

‘Perhaps the most difficult thing for a tax- 
payer to comprehend is how the government 
can be justified in imposing a tax of penalty 
on a condition which is non-existent at the time 
when the taxpayer is required to make a re- 
turn but comes into being subsequent thereto. 

‘A case which illustrates is that of the Hart- 
ford-Connecticut Trust Company, trustee, v. 
the Collector. [t appears from a reading of 
this case that at the time for making the fed- 
eral income-tax return, the company was ad- 
vised that the profits from certain sales were 
not subject to the income tax, as a court de- 
cision in Brewster v. Walsh had so held in the 
case of similar sales. The taxpayer in view 
of that decision made no tax return. Subse- 
quently the decision in the Brewster v. Nash 
case was reversed by a higher court. The tax- 
payer being unaware of this later decision made 
no return, and as a result faced the prescribed 
penalty for failure to do so, and the question 
finally came before the United States district 
court, district of Connecticut, which held that: 


Prepared for the Association by Hadfield, Rothwell & Soule 


‘““*A decision of the district court, hold- 
ing that profits from certain sales were not 
taxable, constituted reasonable cause of fail- 
ure to file at the time due a return report- 
ing such profits from similar sales but the 
reversal of the district court decision by the 
supreme court of the United States rendered 
such cause for not filing of no effect after 
the date of the reversal.’ 

‘In other words, the taxpayer was freed 
from the penalty for failure to make a return 
at date when such return was due, but was 
repenalized because he did not make a return 
on the date when the supreme court’s reversal 
of the district court decision took effect. From 
the foregoing it would appear that it is re- 
quired of a taxpayer to keep abreast of all the 
various courts’ decisions and, picking out the 
latest decision, steer his course accordingly. It 
does not appear to matter that courts fre- 
quently change a given decision more than once. 

‘ Believing the term ‘unjust’ is a bit too 
descriptive we venture the opinion that the tax- 
payer would be warranted in terming the de- 
cision a trifle extraordinary. 

‘“‘ Another instance of the exasperating de- 
velopment by reason of the government’s as- 
sertion of the post view of certain transac- 
tions, we cite the case of a taxpayer who re- 
ceived as a gift certain stock of a corporation 
in 1918 which at the time of receiving it was 
worth $100 a share when judged by all the 
available data and history. Some years later the 
taxpayer sold the stock for $20 a share, the 
subsequent financial history of the company 
showing losses. By all available known rea- 
sons the taxpayer considered that no profit 
had been earned or received by him in selling 
for $20 that which at date of its receipt was 
reasonably worth $100, and he made no return. 

‘Subsequently, the commissioner deter- 
mined, largely from the viewpoint of subse- 
quent history, that the stock was worth only 
a few dollars a share at date of its acquisition 
and that the difference between that sum and 
the $20 a share was profit and that the tax- 
payer was required to pay the tax on the al- 
leged profit as well as the statutory penalty for 


failure to make return at the time when it was 
due.” 


Nothing is busier than idle curiosity. 
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The Kellogg Treaties 


T a recent meeting during the Williams- 
town Institute of Politics, Edwin M. Bor- 
chard, Professor of Law at Yale and a rec- 
ognized authority on international law, analyz- 
ing the Kellogg [reaties, said in part: 

“On August 27, the treaty is to be signed 
in Paris with great solemnity. The original 
proposition of Mr. Kellogg was an uncondi- 
tional renunciation of war. The treaty as now 
qualified by the French and British reservations 
constitutes no renunciation or outlawry of war, 
but in fact and in law a solemn sanction for 
all wars mentioned in the exceptions and quali- 
fications. When we look at the exceptions 
we observe that they include wars of self-de- 
fense, each party being free to make its own 
interpretation as to when self-defense is in- 
volved, wars under the League Covenant, un- 
der the Locarno treaties and under the French 
treaties of alliance. If self-defense could be 
limited to the terms ‘to defend its territory 
from attack or invasion,’ as suggested by Mr. 
Kellogg, it would be of some value, but it is 
understood that no specific definition of self- 
defense is necessarily accepted . 

‘“ Again it will be noted that we recognize 
a British claim to use war as an instrument 
of national policy in certain undefined ‘ regions 
of the world,’ any ‘ interference with which 
by anybody, including the United States, will 
be regarded by Great Britain as a cause of war 

To this new British claim there are no 
geographical limits . 

‘* But the most extraordinary feature of this 
treaty still remains to be mentioned. It will 
have been noticed that we recognize the legal- 
ity of League wars and Locarno wars. As 
Europe correctly seems to assume, we would 
be bound by League decisions as to aggressors 
and League policy generally but without any 
opportunity to take part in the deliberations 
leading to the League conclusions . . . at the 
very outset it places us in the uncomfortable 
position either of being bound by decisions in 
the making of which we had no part or of 
having recriminations levelled against us for 
refusing to support our treaty.” 
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M.A.C.’s Views on Current News 


Comment of prominent scientist — “ 
living in the synthetic age.” 
gin. ~ 


We are 
Right, synthetic 


* * * 


Headline — “ Shakespeare’s birthday cele- 
brated quietly.” Couldn’t be otherwise, the 
fellow’s been dead so long. 


a 


The most distressing thing is to go back 
home and find that the river you used to swim 
across when a boy is only ten yards wide; the 
court house steeple you climbed, only thirty- 
five feet; and the woods you used to knock 
the ball into, only fifty-five feet from the home 


plate. 
* * * 


Things we have always wondered about — 

Does the back-seat driver enjoy herself ? 

Why do you find so many Scotchmen running 
gift shops? 

Why they call it a “ breakfast room”? Our 
experience is that one eats all one’s meals 
there. 

What the title readers in the audience will 
do now that the “ talkies” have come? 

Why participants in the dance marathons 
weren’t given heads instead of feet? 

* * * 


Herbert Hoover says he will not kiss babies 
during his campaign. Even the kids are com- 
ing into their own. 

* * * 


The man who invented the phrase “ A run 
on the bank,” never heard of a silk stocking. 
* * * 


Dr. Wherry insists that phlox should be made 
the national flower. Phlox of what, ducks? 
geese? 

}: 20 0 


‘‘ People are going to bed in one part of the 
world as those in another part are eating break- 
fast.” The fellow who recently circled the 
world in 26 days probably didn’t have time 
to get undressed before his breakfast was ready. 

i 
News item — “ Hoover. detained by pressing 


duties.” The poor man! but then Calvin 
shines his own shoes. 


* * * 


Tunney will visit Shake- 
— and the old man will prob- 


News item — “ 
speare’s grave ” 
ably rise up. 
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discussed in the June 
issue Of Connecticut 
Industry. The illustra- 
tions on this page serve 
to indicate the distinc- 
tion clearly. The upper 
photograph shows the 
ordinary lighter, used 
for transporting freight 
in harbors or on other 
bodies of water. A 
lighter is not equipped 
with railroad tracks. 
The picture at the 
bottom of the page 
shows a car float at its 
dock and admirably il- 
lustrates the way cars 


may be run from the land on to the float, which 
is itself equipped with railroad tracks, by means 


of a float bridge. 


Trained 
Transportation Men 


An interesting 
commentary on the 
value of trained 
men in transporta- 
tion work, appears 
in recent advertise- 
ments of the Penn- 
sylvania Railroad. 
While industrialists 
might be expected 
to recognize the ne- 
cessity of hiring 
competent traffic 
men, training them 
in their company 
business and provid- 
ing them with ade- 
quate equipment, it 
is a new and encour- 
aging departure for 
a carrier to urge 


such procedure. The Pennsylvania notice reads: 
Are you giving the man who 
routes your freight the time and opportunity to 


“ Shippers 





Connecticut Industry 


Transportation 


Lighters and Car Floats 


The difference between a lighter and a car 
float, often not understood by shippers, was 





A Lighter (see text) 


effect the economies, contribute to the new busi- 
ness strategy which in many industries is con- 
sidered the most important development since 


mass production? 

‘* The industrial traf- 
fic managers of many 
organizations have been 
instrumental in the 
speeding up of turnover 
—in the reduction of 
inventories—and in the 
opening up of new sell- 
ing territories to which 
improved freight trans- 
portation has given 
them access.” 


Railroads Take Over 
Express 

The railroads of the 

United States, acting 


through a uniform con- 
tract committee of the 


Association of Railway Executives, have com- 
pleted its final plan towards absorbing the 


$300,000,000 annual express business now con- 





A Car Float at its Dock (see text) 





ducted by the Amer- 
ican Railway Ex- 
press Company. 
The procedure calls 
for the appointment 
of representatives 
to negotiate with 
the Express Com- 
pany and the presi- 
dents of the various © 
railroads in July re- 
ceived copies of the 
proposals. One plan 
suggested is the pur- 
chase of the prop- 
erty at cost, less 
depreciation and the 
other provides for 
acquiring all stock 
of the Express Com- 


any. 
The Traffic 
World in a recent 
issue says: 


‘The plan provides for the formation of a 
new company under the name of which the rail- 
roads would handle the express business. The 
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holdings in the new company, which would 
probably be incorporated in Delaware, would 
be distributed among the various railroads in 
proportion to the amount of express business 
they have been handling. There is no provision 
for any exchange of stock of the new company 
for present stock of the American Railway Ex- 
press Company. When the agents have defi- 
nitely driven the best possible deal with the 
express companies, the proposition will be re- 
turned to Mr. Storey’s committee for final 
approval. 

‘In handling the large volume of express 
business, approximately 100,000 employes are 
concerned in the operation of the American 
Railway Express Company. It is the intention 
of the railroads not to disturb the personnel of 
the organization. 

‘* There has been considerable anxiety among 
shippers, sending a large volume of goods by 
express, as to whether there would be any 
changes in methods of handling express when 
the railroads take over the business. The con- 
tract committee, speaking for the railroads, has 
stated that there would be no change in meth- 
ods of handling the business and that the public 
would never realize that any change had been 
made. 

‘When the contracts with the express com- 
pany were renewed in 1923, they were signed 
by the railroads with reluctance. However, the 
express company insisted on more than a one- 
year contract, asserting that it would be inad- 
visable for them to make expenditures for 
buildings and facilities that might become obso- 
lete in a year. The carriers, operating under 
the contract, have been losing between $5 5,000,- 
000 and $60,000,000 annually. On the other 
hand, the American Railway Express Company 
has been guaranteed a return of 6 per cent on 
its capital and has actually been receiving 
around 7 per cent. Since the express company 
has been receiving a fair return, it was needless 
to ask the Interstate Commerce Commission 
for higher rates. The railroads sought author- 
ity from the Commission to increase rates over 
their lines, but were advised they were bound 
by the contract with the express company. 

‘““ Last year the railway executives voted not 
to renew the contract with the American Rail- 
way Express Company upon expiration in 
1929.” 


Canadian Customs 


The Canadian Customs Division has issued a 
memorandum stating that invoices on goods 
shipped into Canada must show marks and 
numbers of packages. Waybills must contain 
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full information on name and address of con- 
signee, marks and numbers and description of 
packages in clear and legible manner. Invoices 
must be properly certified in accordance with 
the law and regulations. Specific instructions 
for preparation of waybills and bills of lading 
are included in the memorandum and a com- 
plete copy will be sent any member desiring it. 


King George’s Private Train 

King George of England’s private train, a 
marvel of coach work and interior decorating, 
affords many of the luxuries of his summer 
palace. 

He enters the train through polished double 
doors of teak, which open into a large vestibule. 
His smoking room, adjoining the vestibule, is 
finished in choicest mahogany, with a morocco 
leather covered arm chair in each corner. The 
day compartment is furnished in silk-trimmed 
furniture and imitation Jacobean tapestry, 
chosen by the Queen. Leading from the day 
compartment is the king’s bedroom, containing 
a silver-plated bed and satin-wood dressing 


table. 


Importance of Trade Marks in Chinese Trade 


The Bureau of Foreign and Domestic Com- 
merce has issued a statement emphasizing the 
necessity of directing careful attention to the 
use of proper trade marks on goods destined 
for sale in China. 

“Only one-tenth of the Chinese can read,” 
Dr. Klein said; “ the others buy goods through 
recognizing some particular ‘chop’ (trade 
mark). To get a pleasing, appealing chop is 
one of the main tasks of an exporter entering 
the China market. It is easy to make a mis- 
take, and a bad error may be fatal. 

“If your trade mark features the picture 
of a dog, you will do well to change it in 
China, for the dog, to put it mildly, has no 
high place in Chinese regard. Still worse would 
be the error of a manufacturer who stamped 
a rabbit on his wares, and if by chance he 
should choose the turtle, inoffensive enough to 
our western ideas, his product would be con- 
demned at a glance.” 

A color combination distasteful to Chieell 
prejudices resulted disastrously in the case of 
an exporter of dried fruit. One company sell- 
ing canned milk did a large business through 
the slogan “ It’s a Boy,” which appealed to the 
national pride in a son, but another milk com- 
pany advertised its product for use in coffee 
or tea, which is utterly contrary to the Chinese 
custom, and the results were a foregone con- 
clusion. 
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Sales Exchange 


In this department members may list without charge any new or used 
equipment or supplies. All copy must be in the hands of the editor by 
the fifteenth day of the month preceding publication. 


FOR SALE 


Leather Belting 
Quantity of wide leather belting, 2 and 3 ply, in 
good condition. 


Water Wheel Governor 
1 Holyoke water wheel governor No. 157. Capacity 
20,000 foot Ibs. 
Address S. E. 184. 


WANTED TO BUY 
Bliss Presses 
Three straight sided double crank Bliss presses as 
follows: 


1 No. 3, 3” crank shaft, opening in die bed ap- 
proximately 18” x 3114”, weight of fly wheel 600 
Ibs. 

1 No. 3%, 3%” crank shaft, opening in die bed 
approximately 14” x 30”, weight of fly wheel 900 
Ibs. 

1 No. 3A or No. 4, 4” crank shaft, opening in die 
bed approximately 24” x 3514", weight of fly 
wheel 1,100 Ibs. 

Address S. E. 185. 


FACTORY SPACE 


35. WANTED. By small industry, about 10,000 
to 20,000 feet factory space in western end of Fair- 
field County. 


23. FOR SALE. Factory at Plainville. 
tory building of three story modern brick construction 
containing 23,000 sq. ft. 
ing, modern frame storage building. Two acres of 


Main fac- 
Modern brick storage build- 


land, water power and high tension power hook-up. 
Will be sold as a going concern or as factory and 
machinery. Photographs in this office. 


28. FOR RENT. In Meriden, about 50,000 sq. ft. 
of exceptionally good factory space located in various 
buildings. Heavy mill construction, good light all 
around, thoroughly equipped with heat and toilet 
facilities. Diagram of layout of buildings available 


at this office. 


33. FOR RENT. In Hartford, 100,000 sq. ft. manu- 
facturing space in two buildings. 75,000 sq. ft. on 
first, second and third floors in brick building. The 
rest on fifth floor of recently constructed concrete steel 
reinforced building. Suitably located and sprinklered. 


34. FOR SALE. In Milford, factory building 20,000 
sq. ft, 3% stories, freight elevator, automatic 
sprinklers, 100 H. P. Bigelow boiler, 30 H. P. steam 
engine, good light, on lot 133 x 237, adjoining freight 


siding. 


Employment Service 


This department is open to members free of charge. 


All copy must be in the 


hands of the editor by the fifteenth day of the month preceding publication. 


SALES EXECUTIVE —Age 30. Married. Col- 
lege graduate. Experience includes sales promotional 
work, district and sales managership; also laying out 
sales campaigns, co-ordinating sales to national and 
direct-by-mail advertising. Address P. W. 338. 


COST EXECUTIVE—Age 35. Married. At 
present employed as cost man in a woolen manufac- 
turing plant. Formerly assistant paymaster and assist- 
ant superintendent of textile mill. Willing to enter 
other line. Address P. W. 339. 


ASSISTANT GENERAL MANAGER — College 
graduate. Eight years’ experience in shoe manufac- 
turing in all office positions leading up to general 
manager of plant. Will consider position as office 


or production manager, cost man or purchasing agent. 
Address P. W. 340. 


PLANT MANAGER — Married. Graduate, me- 
chanical engineer, with many years’ experience as in- 
dustrial engineer and production manager, desires 
position as plant manager of small concern or assist- 
ant manager of large one. Understands cost account- 
ing, payroll, personnel, safety and welfare, planning 
and layout work. Address P. W. 331. 


PURCHASING AGENT — College graduate. Con- 
nected with large ammunition concerns in cost and 
purchasing departments. Also held positions as as- 
sistant production manager, assistant purchasing 


agent, sales manager, and credit manager. Address 
P. W. 334. ; 


EXECUTIVE— With engineering, manufactur- 
ing and merchandising, and many years’ railroad ex- 
perience, is desirous of connecting with _manufac- 
turing concern. More recently in private business, 
dealing with Connecticut industries. Address P. W. 
335. 


FOREMAN — Married. Seventeen years’ experi- 
ence in pressed steel and deep drawing, die room 
and machine construction. Address P. W. 336. 


SALES EXECUTIVE OR FACTORY MANAGER 
— Age 35. Married. Ten years’ experience in de- 
sign, installation supervision and investigation of 
mechanical and electrical equipment, power plants, 
and general building construction from an engineer- 
ing and economic standpoint. Some sales and pur- 
chasing experience. Address P. W. 337. 











I 
s/ 
J 
f d ) ) 
\ \1 
nc i 
Os] PANE | | \ MI 
t xt \\ 
co) WP: WE 39 
MSSIST ANI (GENERAI MANAGER ( 
5 I thee . . ¢ y z 
& int VA I . - 
) nag ! ‘ sing 
\ 5s PP. } 
PLANT MANAGER NI ‘ (ra te 
ca gineer, with mar irs experience 
‘ nine i! 7) ( n nanage 
. ! . int Manage tf sma concern 
ive T ve I nade stands co i¢ 
y ' | ersonmne satetv and welfare ] 


Sales Exchanve 


| 


EXECI 
35 Married 
llation s 





14 
1lding 
economic st 


experience 


riVi 


] ] 
electrical 





OR FAC 


len vears 


P 


\ddress 





experience 


W. 337 


, ie ‘ ] 
/ {i hava i Mey Pr uUs€Cad 
Wine hand fine cd rpy 
re ‘ ilig fy {/ ! ‘ ! Ml 
FOR SALI j P ( Ml 
g 2 . NI h > g 
! 
- a4° Ag i 
‘ \ k 
. . I 
P} y . 
OR RENI NI 
1 
h g 1 
= _ AK 
AR SALI NI ‘ Z 
Pj sp 
» y > 
Service 
alife / \ Midis fh } /] 
} PONT re ding put ai i 
RCHASING AGENT ( t g ( 
vith gy n < 
. y i nents \ls t sit ns . 
( ihage issist has - 
sales manage ( lanage \ .s 
34 
NECUTIVI \W n ngineering nanutac 
nar sing ind ma years iil id €X 
ce . sir . tf connecting with nanutfac 
gy concer! More recently i rivate siness 
ng with Connecticut industries Address P. W 
IREMAN Married Seventeen vears expe! 
mn pressed steel and deep drawing, die roon 
machine construction Address P. W 33¢ 


in de 


plants 


vervision and investigation o 
equipment power 
construction from an engineer 
andpoint Some sales and pur 













PORY MANAGER 








BLOWERS 


AND 


BLOWER SYSTEMS 


OF ALL DESCRIPTIONS 


Made Entirely of 


RUST RESISTING ANTI- 
CORROSIVE METAL 


Good Printing Plates Our engineers will submit designs and 


estimates free of charge. Let us help 
are essential to every piece solve your problems. 
of printed literature. Forty years experience. 


Members of 


Manufacturers Association of Connecticut 
Manufacturers Association of Hartford County 


Dowd lic &Olron National Association of Manufacturers 


LNCORPORATED 


Advertising Art and Engraving STERLING BLOWER CO. 


Plimpton Bldg. Ann & Pearl St. Hartford, Conn. 
Hartford, Conn. 
New York —Branches— PHILADELPHIA 


Printers to the 
Manufacturers 


of Connecticut 
since 1836. 


THERE can be no better 


medium through which to 


reach a manufacturer than 
through his own Association 
magazine. A mutuality of 
interest is implied that enlists 
his attention and that, after 


The Case, Lockwood & Brainard Co. 
all, is half the battle. Hartford, 








Bg; Dollar Line || MACHINERY 


Passenger and Express 
Freight Steamers 
Sailings every 14 days 
from Boston and New York 


INTERCOASTAL 


Los Angeles—San Francisco—Honolulu 


TRANS-PACIFIC 


Honolulu, Kobe, Shanghai, Hongkong, Manila, 
Singapore, Penang, Colombo 


ORIENT-EUROPEAN 


Alexandria, Naples, Genoa, Marseilles 


TRANS-ATLANTIC 


Alexandria, Naples, Genoa, Marseilles for 
Boston & New York 


DOLLAR STEAMSHIP LINE 


NEW YORK—25 Broadway Tel.,B. G. 3144 


WATERBURY—P. O. Box 55 
BALTIMORE—Continental Bldg. NORFOLK—Southgate Forwarding Co. 
BOSTON—177 State St. PHILADELPHIA—Bourse Bldg. 
CHICAGO —112 West Adams St. SAN FRANCISCO—Robert Dollar Bidg. 
LOS ANGELES—628 So. Spring St. SEATTLE—L. C. Smith Bldg. 

VANCOUVER—402 Pender St., West 


Our Next President 


The American people, this Fall, 
will elect a new President. 
Whether or not our foreign trade 
will be adversely affected cannot 
be determined now. 


You can, however, anticipate 
this contingency by checking up 
on the cost of your foreign busi- 
ness and satisfy yourself that you 
are or are not getting the best 
rates and service available. 


May we help you to do this with- 
out any obligation? 


JOHN H. FAUNCE, Inc. 


Freight Contractors and Forwarders 
Custom House Brokers 
Public Ledger Bldg. 8-10 Bridge St. 
Philadelphia, Pa. New York City. 


Offices also at Pittsburg, Buffalo, 
New Orleans, London, Liverpool. 


MACHINE PARTS 
DESIGNING 


We have the complete equipment to handle 
your machine work on a_ contract basis. 
We also maintain a competent engineering 
department and are prepared to undertake the 
development, design and manufacture of ma- 
chinery for any purpose. 


GEARS—WORMS — CAMS 


OF EVERY DESCRIPTION CUT TO ORDER 


THE HARTFORD 
SPECIAL MACHINERY Co. 


HARTFORD, CONN. 


Savannah Line 


Year Round Freight and Passenger Service 
Between 
Boston, New York and Savannah 
FREIGHT 


Differential rates from Connecticut, New 

Englandand Eastern Seaboard Territories to: 
Alabama Louisiana 
Arkansas Mississippi 
Colorado Missouri 
Florida Nebraska 
Georgia Oklahoma 
Illinois South Carolina 
Kansas Tennessee 
Kentucky Utah 

and Wyoming 


Package cars loaded on ‘‘Savannah Line”* Terminal, 
Savannah, for all principal Southern and Western 
Points. Write for information regarding rates and 
routing. 
PASSENGER 


The Ideal Vacation 
Delightful 6 day cruises New York to Savannah and 
return-$49. 28, including mealsand stateroom. Deluxe 
accommodations upon small additional payment. 
Sailings: 
From Boston From New York 
Mon., Wed., Sat. Mon., Wed., Fri. 


Ocean Steamship Co. of Savannah 


Pier 42, Hoosac Tunnel Docks, Pier 50, North River, 
Boston, Mass. New York, N. Y. 


THE CASE, LOCKWOOD @ BRAINARD CO. 


HARTFORD, CON. 








